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GERMAN WORKINGMEN'S INSURANCE AND 
FOREIGN COUNTRIES 1 



DR. ZACHER* 
Berlin 



Looking over the previous development of German working- 
men's insurance, it is desirable to present in this journal the in- 
ternational standpoint, and to sketch the manifold relations 
between the German workingmen's insurance and foreign 
countries. 

First of all the question is urged, How far have the objec- 
tions which other countries, both formerly and at present, have 
brought against the bold enterprise of Germany been removed 
or confirmed by the actual development? 

If we follow, in the previous discussions in journals, and in 
the acts of the international workingmen's insurance congresses, 
the history of the foreign workingmen's insurance legislation, 
it appears that a principal hindrance to imitating the German 
example consistently is almost everywhere the fear of a financial 
burden ; that is, a strain upon the industrial capacity of the vari- 
ous occupations, and consequently a disadvantage in international 
competition between nations. This fear has been skilfully used 
by the opponents on principle of every form of social legislation, 
even apart from compulsory insurance. The wider the circles 
of German workingmen's insurance extended and the greater 
the annual expense of millions for indemnities and capital re- 
serves increased, the more these opponents referred to the danger 
of the assessment methods of the German accident insurance, 
and the billions required by invalid and old-age, not to mention 
orphan and widow, insurance in their own countries. The par- 
liamentary reports of all European states which have considered 

■ Translated from the German by C. R. Henderson, the University of Chicago. 
' Author and editor of the series Die Arbeiterversicherung im Auslande. 
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such projects of law contain only too much material on the 
subject. 

What is the teaching of actual trial ? 

In the field of accident insurance, not in Germany, but in 
those countries which did not follow the German examples, 
financial and technical insurance problems have arisen, and this 
because they were compelled to throw overboard premium rates 
and calculations of payments which had no adequate basis, and 
which, therefore, proved false in the tests of practice. In this 
connection reference may be made to the failure of the technical 
insurance figures of the Austrian, Norwegian, and Holland acci- 
dent insurance, of the experimental premium tables of the 
French, Belgian, and English private insurance societies, and 
others. On the contrary, the German accident insurance was 
free from these mistakes; has developed normally, and enjoys 
increasing recognition abroad. The best proof of this is that 
the insurance plans copied after those of the German trade- 
insurance associations, as of late in England and France, have 
manifestly worked with advantage; and that in the United States 
of America, which now is thoroughly interested in these ques- 
tions, the approval of the German example seems to be gaining 
ground, not merely on account of the simplicity and economy 
of the whole system, but also because of its superiority in the 
important field of accident prevention. 

In reference to the invalid and old-age insurance we may 
learn from the proceedings of the last International Social In- 
surance Congress at Rome, in 1908, especially in the confessions 
of Luzzatti and Mabilleau, and from the thirty years of previous 
history of the French law of April 10, 1910, that in this field 
thorough success without compulsion to insure cannot be as- 
sured. On the other hand, German experience shows that the 
fantastic milliard calculations of opponents could practically be 
met, and that the capital collected to pay claims as they fall due 
was not only not a danger for the public welfare, but in reality 
an unending blessing; as has been shown by persons free from 
bias. 3 

1 Bulletin d 'assurances sociales (1910), 234-67. 
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Has this entire burden of the German people, by its social in- 
surance, become a hindrance to national progress, and to the 
capacity for competition in international trade — as has been as- 
serted in the past and is still sometimes claimed ? Here also the 
facts may speak for themselves. 

It is precisely in the last quarter of a century, under the re- 
gime of social legislation, that Germany has increased its popula- 
tion from forty-six to sixty-five millions, now about at the rate 
of one million each year; and has advanced from the fourth to 
the second place in the world's trade ; and now, with its seventeen 
billion marks of foreign trade, is behind the British Empire by 
only a few billions. 

The property of the people at the same time has doubled in 
value, and at present is reasonably estimated to be about two 
hundred and fifty billions. 4 The annual income of the people is 
about thirty billions of marks. There are about eighteen million 
savings-bank accounts with annual deposits of three-fourths of 
a billion, and property which has risen in value from two billions 
in 1875 to fourteen billions. In this improvement the working- 
men, the majority of the nation, have an increasing share. The 
wages, as proved by social-insurance statistics and expert investi- 
gations (for example, Schmoller, Dade, Calwer, Kuczynski, Ash- 
ley, etc.), since the introduction of the imperial workingmen's 
insurance laws, have risen, on the average, for unskilled workmen 
about 25 per cent, and for skilled workmen about 50 per cent, 
and in certain trades even 100 per cent. And this increase of 
wages, which, according to Professor Ashley, has not been at- 
tained in any other country, has by no means been counteracted 
by the increase of cost of means of subsistence, even according 
to the judgment of social-democratic leaders and scientific jour- 
nals. According to household budgets and statistics, the expendi- 
tures for the means of subsistence, on the average, require only 
half the income. The consumption of the necessary means of 
subsistence has steadily increased, the use of meat remaining 
only a little below that of the English population; so that the 
living conditions of German workmen, as an English commission 

' Cf. Denkschriften zur RHchsfinanz-Reform, 1908. 
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has abundantly proved, have improved in all directions. 5 Further- 
more, the statistics of taxes show that the number of persons with 
taxable property has increased ; and that, in agreement with this 
fact, the wage statistics of this great sickness-insurance funds, 
and the accounts of the sale of stamps for the invalid-insurance 
funds show an ascent of insured persons up from the group of 
low-paid workers to that of the more highly paid wage-earners 
(cf. Reichs-Arbeitsblatt) . To all this we must add that the fig- 
ures relating to unemployment are lowest in Germany ; that emi- 
gration, which was so great in the decade 1880-90, has almost 
ceased; that, on the other hand, Germany of late needs almost 
a million foreign workmen in order to cover the needs of manu- 
factures and agriculture (cf. Dade). But it is not merely in 
material advance that the majority of the people have shared. 
According to the most recent publications 6 the apparent longevity 
rose from 38.1 to 48.85 years for males and from 42.5 to 54.9 
years for women; the general rate of mortality has diminished 
considerably; mortality from tuberculosis has fallen nearly one- 
half, so that there is ground for hope that this dangerous plague, 
within a reasonable time, will come under control — a hope whose 
fulfilment could hardly be expected without the powerful organi- 
zation of social insurance. To all this we add the consideration, 
that social insurance, with its curative and preventive measures, 
offers advantages annually to millions of workmen and their 
families. Thereby not only the vast number of workers of the 
nation is maintained, but their vital energy is also greatly aug- 
mented by popular hygienic education. Thus we can explain why, 
in spite of the rapid development of German manufactures, both 
the number and physical condition of recruits show an upward 
tendency. 

If we put together all these considerations, we can claim, in 
opposition to the assertion mentioned above, that social insurance 
has been a co-operating cause of the unexampled advance of Ger- 

5 Cf . Zacher, Die Arbeiterversicherung im Auslande, IV, i*-6o; Zahn, "Beziehungen zwischen 
Arbeiterversicherung und Armenwesen in Deutschland," Bulletin de la Confirence Internationale 
de la Haye, II, 491-550; Dade, " Die Einwirkung der vom Fiirsten Bismarck 1879 inaugurierten 
Wirtschaftspolitik auf Industrie, Handel und Landwirtschaft," Verhandlungen der Steuer- 
und Wirlschaftsreformer, 1910. 

' Statistik filr das Deutsche Reich, Vol. XX. 
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many. In the increasing recognition of these economic effects 
we may discover the explanation of the more rapid progress in 
similar legislation in other countries. 7 

Another point at which foreigners have hesitated is the or- 
ganization. They have criticized the enormous apparatus which 
requires a legion of officials, so complicated that it could not be 
kept in motion except in a country under a strictly military con- 
trol like Germany. We have already explained 8 how the three- 
fold division of the German social insurance laws (sickness, 
accident, and invalid insurance), and the complex forms of or- 
ganization, arose naturally out of the historical development. It 
has been possible to open new ways, while joining the new to 
existing arrangements, and utilizing them for the general pur- 
pose ; and improvements are introduced in consequence of practi- 
cal experiments. This has happened in the reform laws of the 
decade 1890 to 1900 (K.V.G. 1892, J.V.G. 1899, U.V.G. 1900), 
and will be further manifest in the new imperial insurance regu- 
lations. 

Both reforms have left the foundations of the system un- 
changed. We have declined to admit any blending, or uniformity 
of organization ; and this is the best proof that the German social 
insurance, in spite of the variety of forms, was built on sound 
principles, and that the various forms of organization had good 
reason for being, in the difference of the risks to be insured. Yet 
not a few of those who have had practical experience in admin- 
istering the legislative measures believe that the purpose of these 
reforms would have been more easily and surely attained, if, even 
in the year 1895, the well-known reform propositions of Bodiker 9 
and his brilliant talent of organization of such insurance plans 
had been given a freer chance. But every reform of organiza- 
tion and administration finds all the stronger opposition where 
the particular organizations have been thoroughly established. 
This has been well shown in relation to the simplification and 
increased centralization of sickness insurance, and the two pro- 
jects for the German Imperial Insurance Regulations (April, 

7 See the international survey in Reichs-Arbeitsblait, iqio, No. 7, Sonderbeilage. 

8 Die Arbeiterversichenmg im Auslande, XVII, 18* ff . 
'Wiener Kongress, 1005, I, 528 £E. 
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1909, and March, 1910) and of the reform propositions in 
Austria (December, 1904, and November 3, 1908). 

Foreign countries may well be grateful to Germany for its 
many-sided pioneer labors. It has been made possible, without 
costly experiments, to utilize the practical applications ; and they 
would do well to take into account, at the beginning, the ultimate 
good of the development and provide in good time for the re- 
forms and extensions which will later be required. 

Perhaps the most important objections against the "German 
system" abroad have been made on moral grounds. The charge 
was made that it weakens the sense of individual responsibility ; 
that it intensifies the cupidity of the masses; that it demoralizes 
the working-people. Those objections were supported by refer- 
ence to the continually rising costs of sickness insurance and of 
the sick-benefit funds, which have been exploited by the unem- 
ployed members who are in good health, and by reference to the 
increasing desire for pensions and the larger number of lawsuits 
for pensions. 

The first reproach, that compulsory insurance undermines the 
sense of responsibility, the inclination to save, and the industrial 
efficiency and capacity for development of workers, can hardly 
be longer supported. The facts presented at the Congress at 
Rome (1908), and in statistical publications, do not favor this 
view. In any case it is better for the common welfare that the 
masses be educated by legal obligation to the fulfilment of their 
social duties than that they be left in lethargy and helplessness. 
The long experience of Germany, as compared with other coun- 
tries, teaches 10 that, on the average, the wage-earners are not 
able, without aid, to procure an adequate and sure support in 
cases of sickness, accident, invalidism, and old age; they need 
such a system as that of the German social-insurance laws, as 
well as the intellectual and financial co-operation of employers. 
If we desire to diminish and gradually to overcome the present 
social antagonism, we may look with hope to common effort on 
the humanitarian basis of social legislation, and to the works 

" See Uebersicht in Reichs-Arbeitsblatt, July, 1910. 
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of voluntary welfare-schemes which are closely connected with 
such legislation. 

With good reason, the new imperial insurance ordinance, fol- 
lowing the example of the invalid insurance and the Hungarian 
reform legislation, looks forward to an equal division of contri- 
butions and administrative rights of employees and employers in 
sickness insurance. Other considerations of economy and justice 
favor this measure. The division of premiums in the original 
law of 1883, according to which the employees paid two-thirds 
and the employers one-third, may have been appropriate to the 
simple industrial relations of that period, when the danger from 
general causes of illness seemed more important than the spe- 
cific "occupational diseases" which have lately received more 
attention. At the present time, on the contrary, especially in 
consequence of the varied methods of chemical production, the 
development is in a different direction. Therefore it would be 
unfair to lay the principal burden on the wage-earners, since the 
risks of these increasingly dangerous "occupational diseases" 
should be logically regarded as risks of the trade, like accidents. 
The indemnities should be regarded in the same light as those 
for accidents, as is already done in the Swiss and English legis- 
lation, and in the projects of law in France and Russia. 11 This 
holds good, even although, after the period of sickness indemnity, 
the invalid insurance, if only inadequately, offers some relief. 
To this must be added the consideration that, with the equal divi- 
sion of sickness-insurance premiums, it is proposed in the im- 
perial ordinance of insurance to extend the sickness insurance to 
all agricultural and household industries, etc., and provide in- 
surance for widows and orphans of wage-earners without increas- 
ing the payments of workmen. 12 The conflict over the question 
of insurance doctors might, perhaps, have been avoided, or have 
taken a milder form, if from the beginning there had been com- 
plete equality of representation of employers and employees in 
the committees on sickness insurance. It has been apparent that 
the "free choice of doctors" demanded by physicians might in- 

" See Die Arbeiterversicherung im Ausltmde, IV, V, IX, XI ff. 
" See Sonderbeilage des Reichs-Arbeitsblatts, 11. 
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troduce serious difficulties in social insurance in great cities and 
industrial centers ; especially so long as preparation for this kind 
of medical service is not required by law. How little the legal 
introduction of "free choice of doctors" would relieve the eco- 
nomic need where the medical profession is crowded may be 
seen from the evidence presented at the congress at Rome and 
in the last international conference at The Hague (September, 
1910). 

In the field of accident insurance, the principle of equality, 
contrary to the view of Bismarck, has been broken down, to the 
extent that the wage-earners, in case of decisions at the first hear- 
ing, as contrasted with both hearings in the higher courts, are 
excluded. This has produced two evils : on the one side the work- 
ingmen show great distrust of the employers' associations, in 
spite of the larger indemnities ; and, on the other hand, the im- 
perial insurance office, in contrast with the invalid-insurance 
office, for which it has merely powers of revision, having to 
decide appeals, is burdened with the re-examination of facts in 
disputes of little importance, and is unable to give full attention to 
its tasks as a supreme court. The imperial insurance ordinance 
seeks to overcome this error of the earlier legislation by making 
the first court (as an "insurance office") equally representative of 
both parties, as has already been done from the beginning by 
Austrian, Hungarian, and Luxemburg legislation ; by clothing the 
intermediate court with greater powers of final decision as to 
facts, as a "superior insurance office," and by treating the imperial 
insurance office as the court of final revision for all branches of 
social insurance, including sickness insurance, which has not 
hitherto been in its jurisdiction. This overburdening of the 
imperial insurance office with annually increasing appeals in a 
gratuitous procedure, and the fact that, in spite of the benevo- 
lent legal decisions of the imperial insurance office, scarcely 
1 per cent of the almost one-half million annual decisions of 
appeals from the employers' associations have been reversed — in 
itself a striking proof of their justice — are regarded abroad as 
certain evidence of the weakness of the German insurance sys- 
tem; evidence, that is, of the disappearance of a sense of re- 
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sponsibility and justice of those who are obliged by law to insure, 
of the increasing unrest and eagerness to receive pensions on the 
part of those injured by accidents, of the abuse of the gratuitous 
procedure, and of the demoralization of the workingmen by 
unscrupulous shyster lawyers. The fact is often overlooked that 
a compulsory insurance, with nearly twenty- four million insured 
persons, must include many from the lower social classes; that, 
considering this vast number, the abuses mentioned are entirely 
exceptional; and that they might, perhaps, have been avoided if 
such regulations as the imperial ordinances of insurance now con- 
tain, and which would supply gratuitous official legal counsel 
for the benefit of the wage-earners, had been included in the 
original laws. 13 In any case these evils can without difficulty 
be cured by better instruction of the persons interested, by ele- 
vating their plane of culture, by giving a hearing to the work- 
men in the court of first instance, by stricter management of the 
costs in case of appeals to litigation without cause, and by avoid- 
ing too generous awards by courts. 

Incomparably greater dangers of a moral and financial kind 
may arise where neither compulsory insurance nor gratuitous 
judicial settlement exist; as may be seen in the experience with 
the English accident insurance. There the employers, from fear 
of the terrible costs of litigation, bring hardly 1 per cent of cases 
of industrial accidents before the courts. In most cases of liti- 
gation, when the activity of unscrupulous advocates and com- 
plaisant physicians is certain, they prefer to pay an injust com- 
pensation rather than run the risk of a suit. 14 

In general, the acts of the international social insurance 
congresses, especially that of Rome in 1908, in connection with 
the twenty-five years of experience in Germany, have shown con- 
clusively that without legal compulsion the social and economic 
purpose of a thorough social insurance cannot be attained; and 
that individual cases of abuses should not be given too great 
weight; they are simply passing and by no means unavoidable 
accompaniments of the great scheme. Such general human weak- 

" See Die Arbeiterversicherung im Auslande, XVII, 15* ff. 

"' Ibid., V*, 35 ff ., Bulletin des assurances sociales (Conference Internationale de la Haye, 
1910), I, 13s ff. 
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ness may be observed also in the case of voluntary and all other 
kinds of insurance. The German principle, furthermore, is su- 
perior to the liberte subsidise in this, that it involves both 
parties, workmen and employers, in the cost of premiums, and 
so places the entire insurance system on a firmer, clearer, and 
juster basis, and makes it evident to the workmen that the con- 
tribution of the employer is not a "subvention" but something 
which they have themselves earned. A glance over the survey 15 
proves, however, that the legislation of scarcely one of the coun- 
tries there treated shows an exclusively obligatory or voluntary 
insurance; rather both kinds of insurance run side by side in 
independent laws for each branch of insurance and trade, or they 
supplement each other in the same laws. In recent development 
of social insurance, in the German projects and in the plans for 
insuring private officials, the tendency is observed to follow the 
lines of the agreement at the congress in Rome; that is, to pro- 
vide the minimum, required by necessity in the way of compulsory 
insurance and open the way of voluntary insurance for a maxi- 
mum which may be accessible and desirable to some individuals 
and callings. 

In fact, in this way, by opening up to the more intelligent 
and strong a more complete means of caring for themselves, in 
addition to the necessarily obligatory method with the weaker 
members of society, the defects in the present system may most 
securely be overcome. 16 

That all modern civilized states are striving toward this com- 
mon goal is shown in the general survey already mentioned, and 
that, in consequence of international migration of laborers, the 
points of contact multiply, is proved by the increasing number 
of treaties on the principles which were first recognized by the 
Franco-Italian labor agreement of April 15, 1904, and there 
developed into a program. 17 

The next international social-insurance congress will be held 
in 19 1 3 in the United States, where, of late, numerous studies 

" Reichs-Arbeitsblalt, igio, No. 7. 

" See Professor Piloty-Wurzburg, Der Versicherungsswang in der deutschen Arbeiter- 
wrsichemng und die Thesen von Dr. Zacher, Stuttgart, 1010. 
" Die Arbeiterversicherung im Auslande, VI, 132 ff. 
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and legislative commissions have manifested a lively interest in 
European social insurance. The World's Exposition at St. 
Louis in 1904 presented, in the Social Economy section, the vari- 
ous systems of Europe in an effective manner, and thereby made 
a deep impression in the circles of science and of practical men. 
Thus the triumphal march of social insurance makes its way 
around the world, in confirmation of the prophecy of Bodiker, 
to whom the movement to internationalize workingmen's insur- 
ance is most deeply indebted. 



